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LD OMTCATIONS LOMUSSION
OFFICE OF THE SECRETARY

Ms. Magalie Roman Salas VIA HAND DELIVERY
Secretary

Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

Re: CC Docket No. 92-237 -- Comments
of IXC Long Distance, Inc.

Dear Ms. Salas:

On behalf of IXC Long Distance, Inc. ("IXCLD"), en-
closed please find an original and eleven (11) copies of IXCLD’s
Comments in the above-referenced matter. A diskette with IXCLD’s
Comments in Wordperfect 5.1 is also enclosed. A copy of ICXLD’s
Comments and a diskette with IXCLD’s Comments in Wordperfect 5.1
is being provided to Ms. Carmell Weathers at the Common Carrier
Bureau. Further, one copy of IXCLD’s Comments is being provided
to International Transcription Services, Inc. ("ITS").

Should you have any questions, please do not hesitate
to contact me.

Slncerely yours,

K istle S. Hassett

cc: Service List -- 1 copy via U.S. Mail

Ms. Carmell Weathers -- 1 copy, w/diskette via Hand Delivery
ITS -- 1 copy via Hand Delivery

Enclosures
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SUMMARY OF COMMENTS

IXC Long Distance, Inc. ("IXCLD") wishes to make three
points in responding to the Commission’s invitation for comments.

First, IXCLD strongly opposes limiting the number of
CICs an entity may acquire through CIC transfers and to requiring
entities with multiple CICs to surrender all CICs over a certain
maximum limit. Entities with more than the maximum number of
CICs will incur large expenses in transferring customers to their
remaining CICs. Thus, such a policy would only serve to increase
costs to consumers and impede competition. However, if the
Commission establishes a wmaximum number of CICs per entity,
entities should be allowed to retain no fewer than six CICs.
Entities also should be permitted to choose which CICs to return,
and there should be a transition period of at least four years
within which to do so. These steps would help carriers limit the
costs of switching customers to their remaining CICs.

Second, even if the entity to which the CIC is assigned
is not itself acquired or merged, CIC transfers should be allowed
when a customer base is acquired through an asset purchase.
Allowing the CIC to "follow" the customer base to the acquiring

entity will promote competition and growth in the telecommunica-

tions industry.
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Third, the use of reseller indicator codes ("RICs")
would assist the Commission’s efforts to conserve four-digit CICs
by decreasing reseller demand for CICs. Further, proper identi-
fication of resellers in local exchange carrier records would
reduce the number of erroneous slamming complaints and, where
slamming has occurred, would help to prevent misidentification of

the underlying carrier, instead of the reseller, as the slammer.
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COMMENTS OF IXC LONG DISTANCE, INC.

IXC Long Distance, Inc. ("IXCLD") is a non-dominant
interexchange long distance provider. IXCLD provides service in
the 48 contiguous continental United States as well as interna-
tionally. IXCLD currently acts as an underlying carrier for a
large number of resale carriers.

IXCLD has reviewed the "Report and Recommendations of
the CIC Ad Hoc Working Group to the North American Numbering
Council (NANC) Regarding Use and Assignment of Carrier Identifi-
cation Codes (CICs)," hereinafter referred to as the "NANC Re-
port" and agrees with many of its conclusions. Nevertheless, in

regsponse to the Commission’s Further Notice of Proposed
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Rulemaking,! IXCLD will limit its specific comments to the three

topics discussed below.

I. No Limitation Should Be Imposed On The Number Of CICs An
Entity May Hold.

The Commission proposes to set a limit on the number of
CICs that an "entity" may hold.? (Paragraphs 35 and 36 of the
NPRM.) The NANC Report, however, concludes that no limit should
be imposed on the number of CICs an entity may hold. (NANC
Report, Paragraph 29.)

IXCLD strongly opposes the imposition of a limit on the
number of CICs an entity may acquire, when the CICs are legiti-
mately obtained through transfers from other entities. IXCLD
also objects to the NPRM proposal that entities with multiple
CICs be required to surrender all CICs over that limit. An
administrative policy that constrains entities to a small, arbi-
trary number of CICs fails to consider the way in which carriers
actually conduct business and acquire new customer bases, and

therefore will only serve to harm competition and stifle growth.

! These comments will cite the numbered paragraphs of the

Commission’s October 9, 1997 Further Notice of Proposed

Rulemaking and Order in CC Docket No. 92-237 as "Paragraph of
the NPRM."

2 IXCLD does not object to the Commission’s proposed modifica-

tion to the definition of an "Entity," discussed at Paragraph 24
of the NPRM.
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The current long distance telecommunications business
is extremely competitive, with existing carriers and new start-up
companies all competing for customers. The most successful
carriers are those that are able to grow their customer bases
while at the same time containing their costs. One way in which
carriers seek to grow and expand into new markets is through
merger with or acquisition of other carriers. 1Indeed, a prime
consideration in the decision whether to acquire a new telecommu-
nications business, or a portion of a business, is the size and
composition of its customer base. An entity that has successful-
ly expanded its own business in this way will have its customer
base divided among multiple CICs. The Commission’s proposals
would have a serious adverse economic impact on all entities (and
their customers) that have already acquired, through mergers or
acquigitions, more than the maximum number of CICs. These
successful carriers will have to pay anywhere from $5 to $15 per
customer to transfer customers to other CICs.

Future competition and growth in the telecommunications
industry will also be harmed if CIC transfers are limited as
proposed in the NPRM. An entity that has already obtained the
maximum number of CICs, but desires to acquire another carrier
also possessing a CIC or CICs, will have to pay to transfer the

entire new customer base to one or more of its own CICs. This
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burdengsome and expensive process will certainly increase costs to
consumers and will hamper competition by discouraging consol-
idations through mergers and acquisitions.

Competition is promoted when carriers are allowed to
combine their financial and technical resources, enabling them to
better serve their customers and to offer a full range of compet-
itively priced services. Companies should not be dissuaded from
pursuing sound business goals because of the inability to acquire
the CIC associated with a particular customer base, and the
resulting expense of switching customers from one CIC to another.
In short, CIC administration policy should not interfere with or
otherwise influence the business decisions of telecommunications
carriers. The Commission’s proposals, however, would have just
this effect.

The goal of CIC conservation does not justify imposing
an economic penalty (the cost of switching customers between
CICs) on entities with "too many" CICs, or on growing companies
attempting to gain new customers by acquiring another carrier or
its customer base. Better, less harmful alternatives exist. CIC
conservation can be satisfactorily achieved by limiting the
number of CICs that can be directly assigned to an entity, and by
reclaiming CICs no longer in use. CICs that are no longer

asgociated with a current customer base -- which is, of course,
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the asset of the greatest value to the acquiring company --
should not be transferred. Further, as discussed below, the use
of four-digit RICs can help ameliorate the need for the proposed
drastic conservation measures. Given these other conservation
alternatives, there is simply no valid reason to limit the number
of CICs that entities acquire through legitimate arms-length
business transactions.

Alternatively, if the Commission decides to limit the
number of CICs an entity may possess (no matter how the CIC is
acquired), and if excess CICs are required to be returned, the
Commission should allow no fewer than six CICs per entity.3
Further, the Commission should take steps to mitigate the adverse
economic impacts of this new policy. Each entity should be
allowed to choose which CICs to return, and there should be a
transition period of at least four years within which to do so.

By allowing an entity to choose which CICs to surren-
der, companies may be able to minimize costs by returning the CIC
with the smallest customer base, which would require the least
number of customers to be transferred to other CICs. The use of

a transition period would also help to defray costs. During the

3 IXCLD agrees with NANC’s suggestion that "any entity in need

of more than six directly assigned CICs [be permitted to] peti-
tion the Commission to request such additional assignments."
(NANC Report, Paragraph 24.)
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transition period, the entity could grow its customer base on
another CIC, and normal customer attrition on the CIC to be
surrendered would result in fewer remaining customers to be
switched at the end of the transition period. Thus, this proce-
dure for returning CICs would help carriers to limit the

significant expenses associated with switching customers to other

CICs.

II. CICs Should Be Transferred When The Customer Base Associated
With The CIC Is Acquired.

With the exception of prohibiting a transfer where the
acquiring or merged entity would have more than its maximum
number of CICs, the NPRM proposes adopting the criteria for CIC

transfers contained in Section 5.2 of the CIC Assignment Guide-

lines.* (Paragraph 38 of the NPRM.) Section 5.2 limits the
transfer of CICs to situations involving the complete merger or
acquisition of an "entity." IXCLD urges the Commission to adopt
less restrictive criteria for the transfer of CICs.

While IXCLD agrees with the NANC's recommendation that
"CICs" associated with mergers and acquisitions should transfer
to the new entity..." (NANC Report Paragraph 27), IXCLD believes

that CIC transfers should not be limited to these specific types

4 As discussed above, the Commission should not impose a

limitation on the number of CICs that an entity can acquire
through transfers.
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of transactions. Limiting CIC transfers to the merger or acqui-
sition of an "entity" ignores transactions involving asset sales,
every-day occurrences in the business world. For various legiti-
mate business reasons, companies chose to buy and sell subsgidiar-
ies or assets associated with a particular business line. For
example, a previously acquired business may not turn out to be a
good fit, or a company may decide to change directions, and
therefore choose to sell a subsidiary or division.

A company also might want to acquire a subsidiary or
business line of another entity, in order to acquire a specific
customer base. However, unless the entire entity is merged or
acquired, Section 5.2 prohibits transfer of the CIC associated
with the customer base of the particular subsidiary or business
line. The current CIC transfer rule should be revised to
recognize asset sales as legitimate business transactions, and to
allow the CIC to "follow" the customer base. Accordingly, IXCLD
proposes the following criteria for CIC transfers:

A CIC which is in use may be transferred to another

entity through: (i) merger or acquisition of an entity;

or (ii) an asset or stock purchase of an entity’s
business subsidiary or business associated with a CIC,

provided that the entire customer base associated with
that CIC is also acquired.

IXCLD is not suggesting that CICs themselves can or
should be purchased. Rather, IXCLD is proposing that the Commis-
sion recognize that a customer base is in and of itself a valu-

7
DC-4357.1



IXC Long Distance, Inc.
March 6, 1998

able asget, which would lose significant value if each customer

must be transferred by the acquiring company to another CIC.

III. Four-Digit RICs Can Be Used to Assist in CIC Conservation.’

The use of four-digit RICs with CICs would be a valu-
able tool for CIC conservation. Resellers request CIC assign-
ments for a variety of reasons, not the least of which is to be
able to bill end users in their own names, through the bills of
local exchange carriers ("LECs"). (See Paragraph 5 of the NPRM.)
By using four-digit RICs, which could be added to the underlying
carrier’'s CIC, resellers would not need to obtain their own CICs
to specifically identify their own services. RICs would thus
allow resellers to accomplish their billing and name recognition
goals, while decreasing the demand for CICs. LECs currently have
the technical ability to accommodate the addition of RICs.®

Further, using RICs to specifically identify resellers
would serve two important purposes in the Commission’s battle

against slamming. Proper identification of a reseller in the

3 CIC conservation is addressed in Section III.C. of the NPRM.

6 Interexchange carriers submit mechanized changes in
Presubscribed Interexchange Carrier ("PIC") assignments for local
telephone numbers to the local exchange carriers via a "CARE"
record. This record contains fields that may be used to identify
specific resellers. For example, Bellcore could standardize a
four digit alpha-numeric field with discrete codes assigned to
each switchless reseller.
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LECs’ records would help to avoid customer confusion about the
identity of a customer’s preferred carrier, and decrease the
number of erroneous slamming complaints. Additionally, where
slamming has taken place, proper identification of resellers
would also prevent misidentification of the underlying carrier,

instead of the resgseller, as the slammer.

IV. Conclusion

The Commission should not limit the number of CICs an
entity may acquire through CIC transfers, and entities with
multiple CICs should not be required to return all CICs over any
maximum limit. Alternatively, if CICs are limited, entities
should be allowed to retain no fewer than six CICs; they should
be permitted to choose which CICs to return; and there should be
a four year transition period for surrendering excess CICs. CIC
transfers should be allowed when the customer base associated
with that CIC is acquired, through purchase of a subsidiary or
buginess line, even if the entity to which the CIC is assigned is

not itself acquired or merged. Finally, using RICs would assist

DC-4357.1
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in the Commission’s efforts to conserve four-digit CICs, and

could also help to combat slamming.

Dated:

DC-4357.1

March 6,

1998

Respectfully submitted,

) Yoo Ve

Gary L. Mann

Assistant General Counsel -
Regulatory Affairs

IXC Long Distance, Inc.

1122 Capital of Texas Hwy. South
Austin, Texas 78746
(512) 231-5217
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CERTIFICATE OF SERVICE

I hereby certify that on March 6, 1998 a copy of the
foregoing Comments of IXC Long Distance, Inc. was served by
first-class mail, postage pre-paid, to the parties listed on the
attached service list for CC Docket No./22—237.
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